
Subsidies
Lots of little boxes...



• Subsidy: amount of money paid by the government to a firm per unit 
of output.

• A subsidy lowers the cost of production. Therefore, it increases 
supply.

• Government spending on a subsidy creates an opportunity 
cost. That money could be spent on something else!
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revenue before the 
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What was total 
revenue after the 
subsidy?
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